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QUESTIONS AND SUGGESTIONS

1.  What is the meaning of a privileged subscription?   Under what circumstances is
it used?

2.  How much of the new stock can any stockholder purchase from the corporation?

3.  What is a preemptive right?  How does a stockholder acquire it?   How may he
lose it?

4.  What is the legal justification for the use of preemptive rights?

5.  In what kinds of situations does the preemptive right apply?  Where does it
not apply?

6.  Why should stockholders be willing to waive preemptive rights?

7.  How are convertible bonds related to preempts e rights?   Does the same principle
apply to refunding operations?   Explain.

8.  How are stock purchase variants related to preemptive rights?

9.  Do preemptive rights apply to the purchase of preferred stock?  Explain.

10.  In what sense may a privileged subscription become an obligation?

11.  Upon what does the success of a privileged subscription depend?

12.  What is a right?   Differentiate between a New York right and a Philadelphia
right.  Which is more commonly used?

13.  What determines the value of rights?  May the market price on a particular day
differ from the theoretical value?   Explain.

11 Why may the announcement of a privileged subscription cause the price of the
stock to advance?

15.  What causes market prices of rights to fluctuate?  If the stock is not listed, how
will the price of the rights be determined?

16.  Do corporate managements always know the best price to ask for the new
stock?  Why?

17.  What dates are important in relation to rights?

18.  How may a stockholder dispose of his rights to advantage?

19.  How can a stockholder profit from a privileged subscription?

20.  What happens to unsubscribed stock?  Are all privileged subscriptions under-
written?  Why?
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SUBJECTS FOR INVESTIGATION
1.  Find a privileged subscription, and state its provisions.
2.  Within what range of prices did its rights fluctuate?
3.  What proportion of the stock was subscribed for by those who held the rights?